Mission 
Statement 


Pledge 


to Our 
Customers 


Pledge 


to Our 
Employees 


To be an efficient, creative and profitable trust and financial 
services company providing exemplary personal service 
in response to identified customer needs. 


To provide superior service and investment expertise; 
to produce innovative financial products; 

to become Western Canadian’s financial institution of 
choice. 


To demonstrate pride in our employees; 

to provide leadership and to motivate high productivity and 
performance; 

to create an environment where individual merit 1s recognized 
and rewarded. 
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Financial Highlights 


1992 1991 Change 
Earnings 
Investment and Other Income $ 90,239,000 $ 98,845,000 -8.7% 
Net Investment Income 19,245,000 20,184,000 -4.7% 
Net Income 2,636,000 1,039,000 153.7% 
Earnings Per Share 0.10 0.04 153.770 
Financial Position 
Total Assets $ 859,384,000 $ 888,964,000 3.370 
Total Assets Under Administration 1,296,208,000 943,897,000 37.376 
Mortgages, Loans and Leases 752,868,000 719,564,000 4.6% 
Deposits 767,229,000 797,559,000 -3.8% 
Shareholders’ Equity 87,387,000 84,751,000 3.1% 
Financial Ratios 
Return on Average Assets 0.30% 0.12% 
Return on Average Equity 3.06% 12376 
Equity to Total Assets 10.17% 9.53% 
Net Interest Margin 2.30% 2.39% 
Financial Objectives 
Financial Objective Plan Actual Plan 

1992 1992 1993 

Return on average shareholders’ equity 3.81% 3.06% 4.12% 
Average core assets as a percentage of 
average total assets 85.80% 84.22% 87.06% 
Non-interest operating expenses as a 
percentage of average total assets 1.89% 1.88% 72276 
Other income (in $000's) $ 802 $ 3,059 $ 4,404 
Non-performing assets as a percentage 
of core assets 3.09% 3.97% 2.17% 
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Message to Shareholders 


Earnings Per Common Overall, 1992 was a good year for North West Trust Company. We can be proud of what 
and Class "A" Share we accomplished, despite the uncertainty of a sluggish economy and unstable interest 
“before extraordinary income rates combined with the demands of regulatory compliance and intense competition 


throughout the financial services industry. There is growing recognition that a small 
institution is not synonymous with risk. In fact, we look at the regionality of our 
operations as the foundation of our success. NWTC has been and will continue to be 
built on the strength of Western Canada. 


Corporate Results 


Our financial results show definite improvement in several areas. Compared to 1991, net 
income, earnings per share, fee income and core assets all increased while operating 
expenses and provision for loan losses were down. 


e Net income rose 154% to $2,636,000 for the year, up from $1,039,000 in 1991. 


e Earnings per common and Class “A” share were $0.10 in 1992 compared to $0.04 
in 1991; 


1988 
1989 
1990 
1991 
in 


e Other income increased to $3,059,000 from $2,125,000 in 1991 as our income 
diversification strategy began to pay off. 


e Total operating expenses dropped to $16,449,000 from $16,596,000 the year 
before, despite our investment in developing a new computer system. 


e Total provision for loan losses decreased from $4,674,000 in 1991 to $3,219,000 in 
1992. 


e In keeping with our overall strategy of increasing core assets through controlled 
reduction of our short term investments and bond portfolios, core assets 
increased 4.6% while total assets decreased 3.3%. 


Our extremely solid capital base of $87,387,000 leaves us well positioned to face the 
Equity Per Common and challenges of a highly competitive marketplace. 


Class "A" Share F rae 
(as at December 31) Economic Conditions 


$ 


The past year failed to live up to the level of economic growth that was expected and 
needed given the severity of the last recession. Inflation was wrestled down to 1.7% ona 
year over year basis by December 1992, yet real interest rates remained very high relative 
to historical patterns. The volatility in the slope of the yield curve also reflected the 
uncertainty that gripped the economy over 1992. 


Two facts were made demonstrably clear over the past year. First, the greatest threat to 
any financial institution is the state of the economy. Second, the Canadian people want 
the collective governments to focus their attention and resources to support and rebuild 
the weak Canadian economy. 


Although the rate of growth in the economy during 1993 is expected to be greater than 
that experienced in 1992, it will still fall short of what has historically followed a 
recession. The overall slowness in the Canadian economy will be translated in very 
modest appreciation in asset values. This state of affairs will be perpetuated by the need 
to contain the aggregate level of public debt. 
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Regulator y Environment Shareholders’ Equity 
(as at December 31) 
We are encouraged by the growing emphasis on prudent management of risk in the (Millions of Dollars) 
philosophy behind the regulatory process. While we applaud this more proactive 
position, there still remains considerable room for improvement with respect to levelling 
the regulatory playing field. Notwithstanding its necessity, regulatory compliance is 48% Share capital 
costly and the amount of duplication and disharmony between the different regulatory 
bodies only adds to these costs. Through active participation in the Trust Companies 
Association of Canada, we will continue to encourage more harmonization. 


“” Retained earnings 


The implementation of the much awaited legislative reforms in June 1992 proved, in fact, 
to have had limited impact on the scope of operations practised within the trust sector. 
Much of this was due, again, to the level of disharmony between the federal and 
provincial regulatory bodies. The greatest impact had to do with the expansion of the 
range of allowable subsidiaries within the financial industry, as a whole. The trust sector 
was the most affected by this specific reform and it is expected that it will continue to be 
the segment experiencing the greatest amount of consolidation over the near future. 


Corporate Realignment 
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In the latter part of 1992, we conducted a thorough review of the operational structure 
within the Company. The objective was to determine the level of compatibility between 
this structure and the strategies of developing more fiduciary business, integrating the 
commercial operations and repositioning the thrust of our retail operations. Throughout 
the process, the maintenance of a flat organizational structure was considered a priority. 


The restructuring that followed resulted in a much leaner operation and places NWTC in 
a better position to allocate limited resources in a more effective manner. Our service 
departments are now structured to provide a higher level of support to our front-line 
profit units which recognizes their individual needs while realizing significant economies 
of scale. 


One of the most significant outcomes of the restructuring was the elimination of the 
Regional Vice-President offices. This decision was seen as both financially responsible 
and necessary to ensure a more concerted approach to the introduction of Relationship 
Banking to our retail operations. The new corporate structure also complements the 
fundamental change in our operational philosophy; one that gives more emphasis on 
asset management and fiduciary income without compromising the “close to the 
customer” approach that has underpinned our financial intermediation activity. 


Fiduciary Activity 


The increasing competitiveness within financial intermediation has become a permanent 
attribute of the business. NWTC will not try to compensate for the resulting negative 
spread ramifications by pursuing higher risk classes of assets. Instead, we plan to 
increase the contribution realized from our fiduciary business while maintaining a high 
level of quality within our asset portfolios. 


Fiduciary business is based on the concept of fee for service. This business includes the 


management of loan portfolios, mortgage brokerage services and other activity-based 
financial services. Our intent is to accelerate our thrust into this area during 1993. 
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A number of steps were taken in 1992 that gave us a good start in this direction. In mid- 
year, we obtained the right to manage the assets for a group of companies which had 
funded a portfolio of highly specialized loans. The addition of this management 
agreement represented a significant increase in our assets under administration. 


The acquisition of Bancorp Mortgage Limited on December 31, 1992 was a strategic step 
in securing additional fiduciary income, as well as strengthening our presence as 
commercial lenders. As an asset origination and management operation, Bancorp 
Mortgage Limited will source and administer commercial mortgage assets covering a 
broad range of products for a number of financial institutions, with varying product 
needs, for a fee. It will also allow us to provide a higher level of service to our own 
commercial customers by increasing the amount of flexibility and scope in the products 
we can Offer. 


While these opportunities necessitated some organizational changes and staffing 
additions, we were well positioned to handle the responsibilities. The reporting and 
support structures characteristic of financial intermediation are directly applicable to both 
ventures. As a result, we anticipate significant benefits from these synergistic 
undertakings. 


Relationship Banking 


The fundamental objective of Relationship Banking is to secure a stable, low cost source 
of funds within the sphere of financial intermediation. The importance of this objective 
continues to grow due to competitive pressures from domestic, as well as a growing 
number of global financial institutions. A game plan is being developed that will 
reposition NWTC as an efficient niche player. The key components of this plan include 
the development of new delivery methods, highly flexible systems and a new direction 
for our branch positioning. 


There is general agreement, from a mainstream point of view, that the Canadian market is 
over-banked. On the other hand, we feel that there is an increasing number of rural and 
small urban communities that lack competitive access to financial services developed 
with their unique requirements in mind, especially in Western Canada. This is due, in 
part, to the retrenching and centralized nature of the operations of the major banks. 


NWTC does not aspire to think like or operate as a major bank. We feel that a financial 
institution’s responsibility goes beyond the protection of its depositors’ monies and the 
deliverance of the highest possible bottom line. It also has the responsibility to contribute 
to the local markets in which it operates, both indirectly by investing in local businesses 
and directly through social and community involvement. At NWTC, we feel that 
profitability must be tied to customer satisfaction. Through flexibility and a “value 
added” approach, we seek to develop strong relationships with our customers as we 
strive to meet their needs. 


The intent is to go beyond that basic level of service necessary to just keep a customer 
satisfied. We want to develop meaningful customer relationships. Relationships that can 
only be fostered when the “how” as well as the “what” is scrutinized with respect to the 
products and services we deliver. At NWTC, we feel that the way we deliver services is 
where our true strengths will shine. 


Human Resources 


We have long recognized that the success of any organization is due in large part to the 
dedication and abilities of the people within that organization. A natural extension of this 
position is the understanding that corporate growth and success can only be achieved 
when the individuals within the corporate function are encouraged to grow and succeed. 


This philosophy was central to the decision to use the Joint Application Design (JAD) 
methodology in the design and development of our new computer system. The true 
strength of JAD is that it harnesses the expertise and creativity of the eventual end users 
of the system; the front-line employees. 


NWTC’s commitment to professional development and training will continue as we enter 
the next phase; completing the marriage of the new computer system with the concept of 
Relationship Banking. The synergetic potential of this union is tremendous. Both 
management and staff are excited about the opportunities that lie ahead and are confident 
in the Company’s dedication to develop its most important resource, its people. 


Information Technology 


The complexity and costs of the technology required for financial intermediation have 
long been a major drain on resources throughout the financial services industry. It has 
been argued that only those financial institutions that achieve a specific critical mass will 
be able to compete on a cost effective manner. This is premised on the assumption that 
large, extremely expensive mainframe computing facilities are mandatory prerequisites. 
The reality is that this is no longer true. 


The rate of change in this area has been so great that mainframe systems have proven too 
inflexible to effectively keep pace. There is growing recognition that the personal 
computer is quickly becoming the best platform for small institutions, like NWTC. With 
new, powerful personal computers and related networking capabilities, the cost and 
timeframes for developing flexible, efficient systems have decreased tremendously. 


NWTC is currently developing such a system. After it is launched in early 1994, we 
will have taken a quantum leap in our journey of satisfying the needs of our customers. 
The system has been named CARE (Customers Are Really Everything) to reflect the real 
focus behind its development. 


The creation of the new system has been a major undertaking and has touched every facet 
of our operations. When completed in 1994, 25% of the total work force of NWTC will 
have participated in its development. We strongly feel that the resources spent in 
training these participants and conducting the JAD sessions have been excellent 
investments in the future of NWTC. 


The level of ownership and knowledge of the new system on the part of the employees 
will be far superior to that traditionally found throughout a financial institution. Our 
confidence in the abilities of our employees to design and develop a state-of-the-art 
system has been well founded. A number of institutions have reviewed the CARE system 
and interest in the system continues to grow within the trust industry. 
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Corporate Outlook 


There is little doubt that the Canadian financial industry is entering a new and 
challenging era. The agents of change are the same as those affecting the overall 
Canadian economy; political and social uncertainty, legislative reform, and the growing 
impact and rate of change of technology. Rather than trying to insulate itself from these 
forces, the successful financial institution of the 90’s will be the one that positions itself to 
adapt and take advantage of opportunities quickly with a focus on satisfying the needs of 
its customers. These are the attributes that will continue to form the foundation for the 
operations of NWTC. 


We are in an excellent position to build on our successes. NWTC has a very strong capital 
base and overall balance sheet. Our customers view us as traditional, locally-based and 
personal. With the recent Bancorp Mortgage Limited acquisition, the successful 
expansion of our asset management activity and the scheduled launching of our CARE 
system, the Board and management of NWTC are excited about the potential for NWTC 
as we enter this new era. 


Appreciation 


We would like to take this opportunity to express our thanks to the people that make up 
NWTC. Through their dedication and quality, the employees of NWTC have been 
fundamental to the success of the Company. The Board of Directors continues to provide 
valued guidance as they challenge management to strive for excellence. We are proud to 
be members of such a committed and resourceful team. 


We also said goodbye to two long term members of our management team in 1992. 
Daniel O. McCormack decided to seek some relaxation and well deserved rest when he 
retired in April. Gordon (Bud) Conway chose to pursue other personal interests that took 
him outside of NWTC. Both Dan and Bud have contributed a great deal to the success of 
NWTC over the years. We wish them all the best in their new endeavours and will miss 
their experience and counsel on our team. 


ary G. Campbell, Q.C. 


Donald E. Farnell 
Chairman and President and 
Chief Executive Officer Chief Operating Officer 


Management's Discussion and Analysis 


Income Statement Investment Revenue 
(Millions of Dollars) 

Net income for the year ended December 31, 1992 was $2,636,000, up significantly from 

the $1,039,000 earned in 1991. Earnings per common and Class "A" share were $0.10 | Net investment income 

compared to $0.04 in 1991. Improvements in provision for loan losses and increases in 4M Interest expense 


mortgage and loan administration income were the major contributors to the increase in 
net income. Net income, expressed as an annual return on average balance sheet assets, 
was .30% in 1992 compared to .12% in 1991. Return on average shareholders' equity 
increased to 3.06% from 1.20% in 1991. 


Net Investment Income 


Funds received from depositors are invested in income earning assets such as mortgages, 
loans and leases. Net investment income is the difference between the income earned on 
investment assets and the interest expense on deposits. 


Net investment income declined to $19,245,000 for 1992 on investment income of 
$87,180,000, from $20,184,000 on investment income of $96,720,000 for 1991. Net interest 
margin, which is net interest income expressed as a percentage of average earning assets, 
was 2.30% in 1992, down slightly from 2.39% in 1991. Net investment income as a 
percentage of total investment income was 22.1% for 1992 compared with 20.9% in 1991. 
Interest rates continued to decline in 1992, although not as dramatically as 1991. The low 
rates have forced financial intermediaries to accept interest rate spreads below their 
traditional levels in order to effectively compete for deposits. The Company continued its 
efforts to move investment funds into higher yielding core assets while, at the same time, 
allowing a reduction in deposits. This tactic was premised on a conscious decision to 
avoid balance sheet growth at the expense of acceptable interest rate risk. The negative 
impact of low interest rates more than offset the improvements to yield resulting from the 
increase in mortgages, loans and leases. The result was that net interest margin declined 
by .09% in 1992, although not as significant as the sharp decline of .48% in the previous 
year. 
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1992 


It is expected that low interest rates will continue through the balance of 1993. Narrow 
interest margins will persist as market forces keep returns on invested capital at low 
levels. Accordingly, the Company anticipates a marginal decrease in net investment 
income in 1993. 


Non-Performing Investments and Provision for Loan Losses 


Non-performing investments include all mortgages, loans and leases that have reached 90 
days in arrears or for which, in management's judgement, reasonable doubt exists as to 
the ultimate collectibility of principal or interest. When an asset is classified as non- 
performing, all unpaid interest is reversed and income is only recognized as collected. 
Non-performing assets and associated loss provisions are summarized in the following 
table. 
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Non-Performing Investments 
(as at December 31; in $000's) 


1992 
Specific Net Book Total % of 
Principal Provisions _ Value Portfolio __ Portfolio 
Mortgages 

- CMHC $ 18,960 $ 3,000 Sy 15,960 $173,423 9.2% 

- Conventional 8,577 827 VEIAS, 0 466,960 LZ 

Leases 2251 1,520 TEM 88,323 0.8 

Loans 129 106 23 19,103 0.1 

ZO OW, 5,453 24,464 747,811 3:3 

Real estate 5,442 385 5,057, 5,0D7 100.0 
Vo eee) Une ner see) $ 297521 $752,868 3.9% 

1991 
Specific Net Book Total % of 
Principal Provisions Value Portfolio _ Portfolio 
Mortgages 

- CMHC $ 18,866 $2,500 $ 16,366 $170,393 9.6% 

- Conventional 10,709 376 103235 436,580 2.4 

Leases 1,938 V0, T218 88,912 1.4 

Loans DAU 104 113 23,182 0.5 

317730 3,700 28,030 719,067 ao 

Real estate 497 : 497 497 100.0 
Ol 227 $ 3,700 $28,527 $719,564 4.0% 


Despite poor economic performance throughout the country, non-performing core assets, 
before specific provisions, grew by only $3,132,000 to $35,359,000 at December 31, 1992 
from $32,227,000 at the end of 1991. This growth of less than 10% represents significantly 
better performance than the trust industry in general, where increases in non-performing 
assets over 1991 have climbed as high as 72%. 


The increase in non-performing mortgages and real estate of $2,907,000, before specific 
provisions, was concentrated primarily in the commercial sector, where the recession has 
had the most sustained impact. There was a modest increase in non-performing leases of 
$313,000 and non-performing loans decreased by $88,000. In spite of the overall increase, 
the non-performing component of total core assets has declined from 3.96% at December 
31, 1991 to 3.92% of the portfolio at December 31, 1992. 


The most significant item in non-performing mortgages at December 31, 1992 continues to 
be a group of 194 investor mortgages, purchased as CMHC insured loans in 1990, on a 
high rise condominium project in Southern Ontario. The balance of this group of 
mortgages, before specific provisions, is $18,301,000 and represents over 50% of the 
Company's non-performing investments. The mortgages became non-performing in 1991 
and NWTC is currently seeking recovery through the courts from the mortgage broker 
and legal counsel who represented the Company on the original purchase. In the opinion 
of management and the Company's legal counsel, recovery is likely (see Note 9 to the 
Consolidated Financial Statements). 


Arrears 
(excludes Non-Performing Investments) 
(as at December 31; in $000's) 


1992 
Over 30 Days Over 60 Days Total 
% Of % Of % Of 
Balance Portfolio Balance Portfolio Balance Portfolio 
Mortgages $ 1,665 0.26% >» 219 0.03%  $ 1,884 0.29% 
Leases 237 O27 200 O77 437 0.49 
Loans 207 1.08 45 0.24 252 L532 


$ 2,109 0.28% $ 464 0.06% bezo73 0.34% 


1991 
Over 30 Days Over 60 Days Total 
% Of % Of % of 

Balance Portfolio Balance Portfolio Balance Portfolio 
Mortgages $ 3,941 0.65% $ 639 0.10% $$ 4,580 0.75% 
Leases 1,396 57 1,058 119 2,454 2.76 
Loans 338 1.46 iI 0.05 350 51 

$ 5,675 0.79% L209 0.24% $ 7,384 1.03% 


The Company's arrears showed a solid improvement over 1991. Mortgage and lease 
arrears declined in both volume and as a percent of their respective portfolios. Only the 
loans category showed a marginal increase in arrears. The Company's success in 
controlling arrears in tough economic times reflects its ongoing commitment to credit risk 
control and taking prompt collection action when payments become delinquent. 


Provision for Loan Losses 


NWTC uses a comprehensive risk rating system to identify the degree of credit risk in its 
mortgage, loan and lease portfolios (see Credit Risk). The Company provides both 
specific and general loan loss provisions as a means to quantify credit exposures and 
recognize declines in value inherent in the mortgage, loan and lease portfolios. The 
specific and general provisions comprise the Company's allowance for credit losses. 
Increases in the allowance result in a charge against income known as the provision for 
loan losses. 


Specific provisions are set on individual mortgages, loans and leases where, in the 
judgement of management, there has been a deterioration in the borrower's ultimate 
ability to repay principal or interest. These judgements are based on the strength of the 
borrower's covenant and the underlying value of the security. The purpose of a specific 
provision is to reduce the carrying value of the individual investment to its estimated net 
realizable value. 


General provisions provide a safeguard against unforeseeable losses in the core asset 
portfolios. The general provision rates are established by the Board of Directors and are 
tied directly to the Company's risk rating system. They are ultimately based on economic 
conditions, geographic considerations, the composition of the portfolios by industry 
classifications, actual loss experience and the application of prudent judgement. General 
provision rates are not static and are adjusted from time to time to match prevailing 
circumstances. 
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The Company's loss provision experience is summarized in the table below. 


Allowance for Credit Losses 
(as at December 31; in $000's) 


1992 1991 
% of % of 
Amount Portfolio Amount _ Portfolio 
Balance, beginning of year $ 8,301 $ 8,385 
Provision for loan losses, charged 
to income 
Mortgages 1,824 2,942 
Leases 1,244 1,599 
Loans iheg | 133 
3,219 4674 
Write-offs, net of recoveries (1,327) (4,758) 
Balance, end of year $ 10,193 $ 8,301 
Allowance for credit losses, end of 
year, comprised of: 
Specific provisions 
Mortgages S412 0.65% $ 2,876 0.47% 
Leases 1520 172 720 0.81 
Loans 106 0.55 104 0.45 
5,838 0.77 3,700 0.51 
General provision 4,355 0.58 4,601 0.64 
§ 10,193 135% $ 8,301 1.15% 


The Company's success in controlling the growth of non-performing investments and 
arrears demonstrates the high quality of the mortgage, loan and lease portfolios. In 1992 
this meant a reduction in the charge to income from loan loss provisions. Provision for 
loan losses for the year ended December 31, 1992 was $3,219,000 compared with 
$4,674,000 for the prior year. While the decrease is commendable, the Company is not 
satisfied with the level of non-performing mortgages and leases. Further improvements 
in the Company's loss experience relative to the size of these portfolios will continue to be 
an important focus of management. 


As at December 31, 1992, the total specific and general provisions represented 1.35% of 
total mortgages, loans and leases, compared with 1.15% a year earlier. The Company's 
(general) provision levels have remained constant year over year in the 60 basis point 
range. The Company considers this a conservative level that meets or exceeds regulatory 
guidelines recommended to the industry. 


Other Income 
Other income is made up of mortgage and loan administration income, service fees and 


other sundry income. Mortgage and loan administration income was $2,234,000 
compared with $183,000 for 1991. The increase was primarily the result of the Company 


entering into a contract to manage the affairs of a group of companies owned by the 
Province of Alberta. The predominant assets of the companies under management are 
notes receivable to which NWTC applies its expertise and credit policies. The Company's 
objective is to maximize the realization of the notes. The gross management fees earned 
under this contract in 1992 were $3,265,000 (see Note 11 to the Consolidated Financial 
Statements). The generation of administration fee income from managed portfolios is 
integral to the Company's emphasis on fiduciary activities. 


Service fees and other sundry income declined from $1,942,000 in 1991 to $825,000 in 
1992. The 1991 figures included approximately $1.1 million of non-recurring items 
including a gain on sale of real estate. Recurring service fee income remained relatively 
unchanged from 1991 levels. 


Operating Expenses 


Non-interest operating expenses for the year were $16,449,000, down slightly from 
$16,596,000 a year earlier. The Company successfully held operating expenses below 1991 
levels in spite of increased demands on resources particularly in the systems 
development and asset management areas. 


Operating Expenses 
(year ended December 31; in $000's) 


1992 1991 
% of % of 
Amount Total Amount Total 
Salaries and employee benefits $ 9616 58.5% $ 9,750 58.7% 
Premises 1,659 10.1 1,743 10.5 
General and administrative 5,174 31.4 5 103 30.8 


$16,449 100.0% $16,596 100.0% 


Salaries and employee benefits, the largest component of operating expenses, were 
$9,616,000 for 1992 down slightly from $9,750,000 in 1991. The reduction was achieved 
despite the 1992 increases to Unemployment Insurance premiums and Canada Pension 
contributions. Staff numbers were generally below 1991 levels until the third quarter of 
1992, when new hiring was initiated, primarily to meet requirements in the systems 
development area. Premises expenses were also reduced, from $1,743,000 in 1991 to 
$1,659,000 in 1992. The savings were realized from improved terms on renegotiated 0/, 
leases of branch premises. General and administrative expenses increased to $5,174,000 

from $5,103,000 a year earlier. This marginal increase is related to planned increments in 

the computer processing area. 


Operating Expenses 
(as a Percentage of Average 
Assets) 


Operating expenses as a percentage of average balance sheet assets were 1.9%, unchanged 
from 1991. This operating expense level is, in most cases, better than the levels 
experienced by other companies in the industry. However, operating expenses will 
increase in 1993 as Bancorp Mortgage Limited is integrated with the operations of NWTC. 
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Marketable Securities - 


Market Value Less Cost 


(as at December 31) 
(Millions of Dollars) 


1988 
1989 
1990 


Total Assets and 


Mortgages, Loans and 


Leases 
(as at December 31) 
(Millions of Dollars) 


Other assets 


1991 


1992 


4M Mortgages, loans, leases 
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1991 


1992. 


Balance Sheet 


Marketable Securities 


Marketable securities were $53,161,000 at December 31, 1992 compared with $71,101,100 
at December 31, 1991. In keeping with the Company's strategy, marketable securities 
were reduced and reinvested in higher yielding core assets. Market conditions allowed 
the Company to realize $756,000 in gains on dispositions of securities. Consequently, as 
at December 31, 1992 the excess of market value over cost of securities was $735,000 
compared with $1,892,000 in 1991. 


Marketable Securities 
(as at December 31; in $000's) 


1992 1991 
Cost Market Cost Market 
Provincial bonds $33,088 $33,600 $18,494 $19,168 
Corporate bonds 19,427 19,650 40,698 41,904 
Government of Canada bonds - - 11,100 1 
Common stock 646 646 809 809 
$53,161 $53,896 $71,101 $72,993 


Mortgages, Loans and Leases 


Mortgages, loans and leases increased by $33,304,000, or 4.6%, from $719,564,000 at the 
end of 1991 to $752,868,000 at December 31, 1992. As outlined in the following table, 
residential mortgages enjoyed the largest growth during the year. This component grew 
by $32,054,000, or 7.9%, over 1991 levels. Commercial retail mortgages grew by 
approximately $11 million over 1991. Growth in the remaining commercial categories 
and leases was nominal as funding opportunities were limited by the poor economy. 
Consumer and collateral loans declined by $4,077,000 as consumer purchasing activity 
remained sluggish throughout 1992 and the Company reduced emphasis on these 
products. 


Core Assets by Type 
(as at December 31; in $000's) 
1992 1991 
Amount _% of Total Amount __% of Total 
Mortgages 
Residential $ 436,447 58.0% $ 404,393 56.2% 
Commercial 
Retail 103,529 17 92,139 12.8 
Office 28,916 3.8 28,552 4.0 
Industrial 43,438 5.8 47,703 6.6 
Other 33,110 4.4 34,683 4.8 
645,440 85.7 607,470 84.4 
Leases 88,323 U7, 88,912 123 
Consumer and collateral 19,105 2.6 25152 a3 
$ 752,868 100.0% $ 719,564 100.0% 


Deposits 


Deposits declined during the year by 3.8% from $797,559,000 at December 31, 1991 to 
$767,229,000 at December 31, 1992. The Company chose not to lead the market on long 
term deposit rates as this strategy would have had immediate adverse consequences on 
an already tight interest rate margin. Consequently, the Company allowed longer term 
deposit balances to shrink in a controlled fashion. 


The Company raises deposits through its retail branches, complemented by a network of 
deposit agents across Western Canada. As at December 31, 1992, agent deposits 
represented 42.8% of total deposits compared to 41.4% a year earlier. 


Capital and Borrowing Capacity 


The Company's capital adequacy is regulated under the Loan and Trust Corporations Act 
(Alberta) and the Canada Deposit Insurance Act. The statutory capacity of the Company 
to accept deposits is established by the ratio of its deposits to its capital base. The capital 
base is determined by regulation and is generally comprised of shareholder's equity 
adjusted for certain non-admitted items. The larger the capital base, the greater the 
amount of deposits that can be accepted. The Company's borrowing limits and ratios are 
summarized in the following table. 


Borrowing Limits and Ratios 


~ (as at December 31, 1992; in $000's) 


Alberta CDIC 
Regulatory capital base $ 61,862 S) 182,030 
Maximum borrowing ratio 20 times 20 times 
Authorized borrowings $1,237,240 $1,652,600 
Actual borrowings 768,474 768,474 
Available borrowings $ 468,766 $ 884,126 
Actual borrowing ratio 12 times 9 times 


Commencing in 1993, federal trust companies will be required to meet risk based capital 
adequacy standards, similar to those in effect for chartered banks. The risk based 
standards establish capital requirements based on the deemed risk associated with a 
company's various classes of investment assets. The riskier (or more exposed) an asset, 
the more capital required. In addition, as with Alberta legislation, different forms of 
capital are weighted differently, depending on share preference and redemption 
privileges. For example, common shares provide more regulatory capital than an 
equivalent amount of redeemable preferred shares. 


Although NWTC is not federally incorporated, the new standards will form the basis for 
CDIC capital measurements. NWTC's compliance to these new standards, based on the 
December 31, 1992 balance sheet is outlined in the following chart. 


Deposits 
(as at December 31) 
(Millions of Dollars) 


~~ Demand and short term 


4@@% GIC's and RSP's 


1988 
1989 
1990 
1991 
1992) 


Geographic Distribution 
of Deposits (%) 
(as at December 31, 1992) 
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Mortgages Conventional 
and Insured (%) 
(as at December 31, 1992) 


Conventional 


NHA 


Insured - Other 
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Capital Adequacy Guidelines 
(as at December 31, 1992; in $000's) 


Risk Based Capital Adequacy Ratio 
Risk weighted on-balance sheet assets 
Risk weighted off-balance sheet exposures 
(outstanding funding commitments) 15,072 


$ 541,440 


Total risk weighted assets 556,519 
Total capital per regulation 61,862 
Risk based capital to assets ratio 11.1% 
Recommended minimum ratio 8.0% 
Assets to Capital Multiple 

On-balance sheet assets $ 859,384 
Off-balance sheet exposures 15,079 

874,463 
Total capital per regulation 61,862 
Assets to capital multiple 14 
Maximum per guideline 20 


As demonstrated in the regulatory and risk-based ratios above, NWTC enjoys a very 
strong capital base. The capital base affords the Company the flexibility to take 
advantage of a wide variety of strategic opportunities. 


Risk Management 


The success of NWTC is and will continue to be directly associated with the ability to 
control the risks associated with financial intermediation. These risks are credit risk, 
interest rate risk and liquidity risk. 


Credit Risk 


Credit risk is the risk that a debtor will default on contractual payments due to the 
Company under a mortgage, loan or lease agreement. It is the single most important risk 
that the Company must control. To this end, the Company employs a variety of 
techniques to minimize and monitor credit risk. 


The Company's Credit Risk Policy provides the foundation for credit risk control. This 
policy sets out the Company's overall credit risk philosophy, controls and operating 
parameters. The policy is independently reviewed and monitored by the Investment 
Committee of the Board of Directors. Specific lending guidelines are established for 
various regions to reflect the risk and opportunities inherent in these areas. The 
guidelines are reviewed by the Investment Committee on a regular basis and amended as 
circumstances in the provinces change. Corporate Credit is responsible for operational 
application of the policy. In this regard, the Company employs strict lending policies to 


ensure that credit is only granted where the risk associated with any 
loan is minimized by a demonstrated repayment ability, adequate 
loan to value ratios and borrower experience and covenant strength. 


To provide key operational credit risk information to management, 
the Company employs a comprehensive risk rating system. Under 
this system all new and existing lending investments are assigned a 
risk rating. The ratings are based on several factors with respect to 
the credit worthiness of a borrower including financial history, value 
of security, strength of covenant, industry and regional economic 
information. The risk ratings provide critical information on the 
overall level of credit risk within the portfolios as well as indications 
of regional and sectoral credit exposures. This information is then 
used to evaluate potential problem areas and formulate appropriate 
credit strategies. Individual risk ratings are regularly reviewed by 
credit management and are modified as individual borrower 
circumstances change. 


The Company's standard risk rating categories are as follows: 


Risk Rating Breakdown of Mortgage 
Portfolio (%) 
(as at December 31, 1992) 


Risk Category 
10 


Risk Category Summarized Description 
10 Minimal risk, undoubted quality 
20 Low risk, higher than normal quality 
30 Average risk, normal quality 
40 Some factors indicating higher than average risk 
50 Watch list; some high risk factors 
60 High risk, non-performing with no loss anticipated 
70 High risk, non-performing with specific loss provision required 


Increases to the risk rating of an asset triggers an increase to the level and frequency of 
loan monitoring. Rating changes also dictate the level of management authority required 


in granting further credit or resolving problem situations. All loans 
rated 50 or higher are individually monitored by the Investment 
Committee of the Board of Directors. 


One of the most important aspects of the risk rating process is its role 
in the setting of general loan loss provisions. General provision rates 
are assigned and weighted according to the risk profile of the core 
asset portfolios. The Company's general provision rates are 
summarized in the following table. 


General Loan Loss Provision Rates 
(as at December 31, 1992) 


Risk Category General Provision Rates (%) 

Mortgages Leases 
10 05 10 
20 10 5, 
30 25 2D 
40 50 2.00 
50 1:50 3.00 
60 2.00 5.00 
70 (Specific) (Specific) 


Risk Rating Breakdown of Lease 
Portfolio (%) 
(as at December 31, 1992) 


Risk Category 
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Geographic Distribution NWTC's operations are concentrated in Western Canada. The Company recognizes that 


of Mortgages (%) business and economic cycles can shift quickly from one geographic region to another 
(as at December 31, 1992) which represents a risk to any regional financial institution. To counter this, the 

Company has embarked on a program of diversifying its income and would look to 
aes evaluate the potential of a future alliance outside of Western Canada. 


Portfolio diversification, or mix, relates to the purpose of the loan and the type of 
property secured. In assessing portfolio mix, the Company looks to the regulatory 
guidelines provided by CDIC. NWTC's lending strategies are directed, to the fullest 
extent possible, to meet these guidelines. As at December 31, 1992, the degree of 
compliance with the CDIC mortgage guidelines, was as follows (NWTC, excluding 
subsidiaries). 


CDIC Mortgage Mix Guidelines 
(as at December 31, 1992; as % of total mortgages) 


CDIC Guideline Actual 
Residential 75.0% (minimum) 69.2% 
Hotel/Motel 5.0% (maximum) 3.0% 
Recreation 5.0% (maximum) 0.7% 
Land 5.0% (maximum) 2.6% 
Special Commercial 5.0% (maximum) 0.0% 
Interim 5.0% (maximum) 2.3% 
2nd Subsequent Charges 12.0% (maximum) 4.5% 
Uninsured Large Loans 20.0% (maximum) 7.9% 


In summary, NWTC's overall lending philosophy can best be described as conservative. 
NWTC views prudent credit risk management as one of the critical success factors of the 
business and is continuing to strive for improvements in this important area. 


Interest Rate Risk 


Interest rate risk is the degree of exposure or sensitivity of net investment income to 
changes in interest rates. As interest bearing investments and deposits mature, they are 
repriced at prevailing interest rates. Since maturities of assets and deposits do not 
always occur at the same time, in the same amounts, mismatches occur. These 
mismatches cause fluctuations in net investment income. For example, in a declining 
rate environment, if assets are maturing faster than deposits, the repriced assets will 
carry a lower yield relative to the deposits. This results in a decline in net investment 
income. Controlling these mismatches or "interest rate gaps" is an important element of 
asset and liability management. 


Geographic Distribution 
of Leases (%) 
(as at December 31, 1992) 


Interest rate risk is governed by the Company's Interest Rate Risk Policy which sets out 
the overall interest rate risk parameters within which the Company operates. The policy 
is monitored and reviewed by the Investment Committee of the Board of Directors. 


The Company's Asset /Liability Committee has overall operational responsibility for 
managing interest rate risk within the provisions of the policy. The Committee meets 
monthly to review the Company's sensitivity to interest rate changes and formulate 
strategies for improving at-risk positions. Sophisticated asset/liability management 
tools are used with emphasis placed on reducing the magnitude of potential changes in 
net investment income which could result from changes in future interest rates. 
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Maturities Analysis 


(as at December 31, 1992; in $000's) 


Beyond 
Demand 1993 1994 1995 1996 1997 1997 Total 
Core assets and 
securities $ 21,421 $300,713 $184,434 $120,523 $115,522 $84,319 $24,087 $851,019 
Other assets 8,365 8,365 
21421 300,713 184434 120,523 115,522 84,319 32,452 859,384 
Deposits 65,225 306,624 168,057 97,654 90,041 39,628 767,229 
Other liabilities 
and equity DISSE DSi 87,388 92,155 


67,76 le 308,655 — 1 168/057. 97,654 90,041 39,628 87,388 859,384 


Interest Rate Sensitivity 


(as at December 31, 1992; in $000's) 


Variable Fixed Rate 
Rate 1-3 3-6 6-12 1-5 Non-Rate 
Months Months Months Years Sensitive Total 
Core assets and 
securities $93,999 $80,274 $52,220 $110,742 $492,832 $20952 $851,019 
Other assets 8,365 8,365 
93,999 80,274 52,220 110,742 492,832 29,317 859,384 
Deposits 65,224 154,648 50,779 101,197 395,381 767,229 
Other liabilities 
and equity 22,155 92155 


65,224 154,648 50,779 LOD LIZ 395,381 22,155 859,384 


Interest rate gap $28,775 ($74,374) $ 1441 $ 9545 $ 97,451 ($62,838) §$ - 


Gap as a percentage 
of total assets 3.35% -8.65% 0.16% 1.11% 11.34% -7.31% 


Based on a computer simulation, the changes in net investment income caused by 
immediate and sustained shifts in interest rates are estimated below. 


Rate Shock Analysis 


(as at December 31, 1992) 


Estimated Percentage 


Change in Key Increase/Decrease Tolerable Percentage 
Interest Rates Net Investment Income Limits Per Policy 
Minimum Maximum 
Increase of 3% -3% -15% 15% 
Increase of 2% -2% -10% 10% 
Increase of 1% -1% -5% 5% 
Decrease of 1% 1% -5% 5% 
Decrease of 2% 2% -10% 10% 


As at December 31, 1992 the Company is generally well-matched. In the near term, net 
interest margins will improve if interest rates continue to decline. Interest rates are 
expected to fall further in 1993, however such declines will be only marginal in absolute 
terms. Management is continuing its efforts to control the rate induced volatility of net 
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investment income and will be testing the use of derivative financial instruments in 1993 
to improve the management of interest rate risk. 


Liquidity Risk 


Liquidity risk refers to the risk of the Company failing to maintain sufficient levels of cash 
and other liquid assets to meet maturities, funding commitments and other required cash 
outlays as they become due. The Company's liquidity is governed by a Liquidity Policy. 
Compliance is monitored by the Investment Committee of the Board of Directors. The 
Treasury Services Department is responsible for maintaining adequate levels of liquidity 
in accordance with the Policy. Throughout the year the Company's liquidity was in 
excess of the minimum levels established by the Policy. Meeting NWTC's policy ensures 
compliance with guidelines established by governing legislation. The Company's 
liquidity position is summarized in the table below. 


Liquidity 
(as at December 31, 1992; in $000's) 
Company Alberta 
Policy Legislation 
Actual statutory liquid assets Garole26/ $ 81,267 
Minimum liquidity required 52228 40,133 
Excess liquidity 5 729,039 & 41134 


Financial Reporting Responsibility 


Management is responsible for the preparation and content of the following financial statements and the related financial disclosures in 
this annual report. In exercising this responsibility, management has selected appropriate accounting principles and made judgements 
and estimates consistent with generally accepted accounting principles in Canada. 


_ Management has designed and maintains systems of internal control to provide reasonable assurance of the completeness and accuracy 
of financial information and the safety of assets controlled by the Company. These systems include the communication of policies of 
business conduct throughout the Company to prevent conflicts of interest and unauthorized disclosure of financial information. The 
systems of internal control are continuously reviewed and evaluated with internal audit programs which are subject to review by the 
shareholders’ auditors. 


The Board of Directors is ultimately responsible for the financial statements and overseeing management's performance of its financial 
_ reporting responsibilities. The Audit Committee of the Board of Directors, comprised solely of non-management directors, reviews the 
financial statements with management and the shareholders' auditors prior to recommending their approval by the Board and 
presentation to shareholders. The Audit Committee is responsible for meeting with the internal and shareholders’ auditors to discuss 
the internal controls over the financial reporting process, internal and shareholders’ audit findings, estimates and judgements made by 
management, and other financial reporting matters. The Audit Committee recommends the appointment of shareholders’ auditors to 
the Board of Directors. 


The Office of the Superintendent of Financial Institutions Canada and regulators of the Province of Alberta conduct annual 
examinations of the Company's affairs to ensure it operates within the guidelines of the Canada Deposit Insurance Corporation and the 
provisions of the Loan and Trust Corporations Act (Alberta). 


Deloitte & Touche, the shareholders’ auditors, have examined the financial statements in accordance with generally accepted auditing 
standards and their report follows. The shareholders’ auditors have full and free access to the Audit Committee to discuss their audit 


Erwin Granson 
President and Chief Operating Officer Vice-President and Chief Financial Officer 


Edmonton, Alberta 
February 19, 1993 


Auditors' Report 


To The Shareholders, 
North West Trust Company 


We have audited the consolidated balance sheet of North West Trust Company as at December 31, 1992 and the consolidated 
statements of income and retained earnings and changes in financial position for the year then ended. These financial statements are 
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on 
our audit. 


We conducted our audit in accordance with generally accepted auditing standards. Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company as 
at December 31, 1992 and the results of its operations and the changes in its financial position for the year then ended in accordance 
with generally accepted accounting principles, including the accounting requirements of the Superintendent of Financial Institutions 
Canada. 


Edmonton, Alberta Deloo j / 
February 19, 1993 Chartered Accountants 
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| North West iru st) Consolidated Statement of Income and 
a Retained Earnings 


Consolidated 
Financial Statements 


FOR THE YEAR ENDED DECEMBER 31 


1992 1991 
($ thousands) ($ thousands) 
Investment income 
Cash and short term investments $ 3,542 $ 8,206 
Marketable securities 6,477 8,246 
Mortgages, loans and leases 77,161 75,898 
Notes receivable - 4,370 
87,180 96,720 
Cost of funds 
Demand and short term 4,566 8,651 
Guaranteed investment certificates 63,369 67,885 
67,935 76,536 
Net investment income 19,245 20,184 
Provision for loan losses (Note 4) 3,219 4,674 
Net investment income after provision for loan losses 16,026 15510 
Other income 
Mortgage and loan administration (Note 11) 2,234 183 
Service fees and other 825 1942 | 
3,059 2,120 
Net income before operating expenses 19,085 17,635 
Operating expenses 
Salaries and employee benefits 9,616 9,790 
Premises 1,659 1,743 
General and administrative 5,174 5,105 
16,449 16,596 
Net income o a , : oe : - 20 2,636 : : G 7 1,039 
Retained earnings, beginning of year 34,751 Sayele 
Retained earnings, end of year $ 37,387 $ 34,751 


Earnings per common share and Class "A" share $ 0.10 $ 0.04 
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_ Consolidated Balance Sheet | North West Trust] 


Consolidated 
Financial Statements 


AS AT DECEMBER 31 
1992 1991 
($ thousands) ($ thousands) 
_ ASSETS 
Cash and short term investments $ 44551 $ 89,899 
_ Marketable securities (Note 2) 53,161 71,101 
_ Mortgages, loans and leases (Note 3) 752,868 719,564 
Premises and equipment (Note 5) 5,882 5,466 
Other assets 2,922 2,934 
$ 859,384 $ 888,964 
LIABILITIES 
Deposits 
Demand and short term $ 108,514 S .. 114550 
Guaranteed investment certificates 658,715 682,979 
767,229 797,559 
/ 
Accounts payable and accrued liabilities 4,768 6,654 
771,997 : 804,213 
SHAREHOLDERS' EQUITY 
Share capital (Note 7) 50,000 50,000 
Retained earnings 37,387 34,751 
87,387 84,751 
$ 859,384 $ 888,964 


On behalf of the Board: 
Gary G. Campbell, Q.C. Donald E. Farnell Howafd J. Kellough 
Director Director Director 
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Consolidated Statement of Changes in 
Financial Position 


(‘North West Trust| 


Consolidated 
Financial Statements 


FOR THE YEAR ENDED DECEMBER 31 
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1992 1991 

($ thousands) ($ thousands) 
OPERATING ACTIVITIES 
Cash provided by (used for) 

Net income 2,636 $ 1,039 
Provision for loan losses 3,219 4,674 
Depreciation 1,279 1167 
Amortization of discounts and deferred items 223 (471) 

7,307 6,409 

Operating financing activities 
Deposits (30,329) 34,452 

Operating investment activities 
Marketable securities 17,698 4,906 
Mortgages, loans and leases (35,533) (132,880) 
Notes receivable - 60,699 

(17,835) (67,275) 
Changes in other assets 
and other liabilities (2,646) . 144 
(43,453) (25,670) 
CAPITAL INVESTMENT ACTIVITIES 
Cash used for 
Premises and equipment (1,695) (2,417) 
Acquisition of subsidiary (Note 12) (200) : 
(1,895) (2,417) 
DECREASE IN CASH AND 
SHORT TERM INVESTMENTS (45,348) (28,087) 
CASH AND SHORT TERM INVESTMENTS, 
BEGINNING OF YEAR 89,899 117,986 
CASH AND SHORT TERM INVESTMENTS, 
END OF YEAR $ 44,551 S $89,899 


Notes to the Consolidated Financial Statements 


DECEMBER 31, 1992 


1. Summary of significant accounting policies 


These consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, 
North West Enterprises Ltd. and Bancorp Mortgage Limited. The significant accounting policies are as follows: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 


Marketable securities 

Bonds are stated at amortized cost plus accrued interest. Stocks are stated at cost plus dividends receivable, 
except where the Company exercises significant influence over the investee. In these cases, the equity method is 
used. A provision for losses is provided where a decline in market value represents other than a temporary 
decline in value. 


Mortgages, loans and leases 

Mortgages and loans are stated at amortized cost, which includes accrued interest, property taxes and other 
charges where applicable, less allowance for credit losses. Interest income on mortgages and loans is accrued as 
earned. Mortgage and loan premiums, discounts and fees, and associated costs, are amortized to income over the 
term of the mortgage or loan. Leases are stated at gross rentals receivable net of unearned income and allowance 
for losses. Income is recognized over the expected term of the lease at the effective yield rate. 


All mortgages, loans and leases which have reached 90 days in arrears, or for which in management's judgment 
reasonable doubt exists as to the ultimate collectibility of principal or interest, are classified as non-performing, 
and all unpaid interest income is reversed and revenue is taken into earnings only as collected. Non-performing 
investments are stated at estimated net realizable value. 


The allowance for credit losses is comprised of specific and general provisions. Individual non-performing 
investments are reviewed regularly and, if in management's judgement full recovery of principal is not expected, 
a specific provision for estimated losses is recorded. In addition, based on management's judgement, a general 
provision is recorded to recognize unforeseen losses in the mortgage, loan and lease portfolios. 


Property held for sale 
Property held for sale represents primarily real estate acquired in settlement of mortgages and other loans and is 
stated at the lower of cost and estimated net realizable value. 


Premises and equipment 

Premises and equipment are stated at cost less accumulated depreciation. Depreciation is based on the estimated 
useful lives of the assets and is calculated at rates ranging from 5% to 33% using a straight-line or diminishing 
balance method as considered most appropriate for each type of asset. 


Deferred costs 
Costs associated with lending and deposit-taking are deferred and amortized over the term of the respective 
financial instrument. 


Pension costs 

The Company maintains defined benefit and defined contribution pension plans covering substantially all of its 
employees. Pension costs in respect of current service for the defined contribution plan are expensed as incurred. 
Costs associated with the defined benefit plans consist of actuarially computed costs using management's best 
estimates and assumptions. Past service costs and experience gains and losses are amortized over the average 
remaining service life of the employee group. 


Trust funds 
Trust assets under administration are kept separate from the Company's assets and are excluded from the balance 
sheet. 
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2. Marketable securities 


1992 1991 
Cost Market Cost Market 
($ thousands) ($ thousands) 

Bonds 
Provincial $ 33,088 $ 33,600 $ 18,494 $ 19168 
Corporate 19,427 19,650 40,698 41,904 

Government of Canada - - 11,100 11jJi2 

52,515 53,250 70,292 72,184 

Stocks 
Common 646 646 809 809 
$ 53,161 $ 53,896 $ 71 AOL § 72,993 

3. Mortgages, loans and leases 
1992 1991 


($ thousands) ($ thousands) 


Mortgages $ 616,673 $ 380,274 
Consumer and collateral loans 19,082 23069 
Leases 87,592 87,694 
723,347 691,037 
Property held for sale 5,057 . | 497 
Non-performing mortgages, loans and leases 24,464 28,030 
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$ 752,868 $ 719504 


Allowance for credit losses 


1992 1991 
($ thousands) ($ thousands) 


Balance, beginning of year $ 8,301 $ 8,385 
Provision for loan losses, charged to income 3,219 4,674 
Write-offs, net of recoveries (1,327) (4,758) 
Balance, end of year $ 10,193 $ 8,301 
Balance, end of year is comprised of: 
Specific provisions $ 5,838 $ 3,700 
General provision 4,355 4,601 
$ §=6. 10,193 $ 8,301 


Premises and equipment 


1992 1991 
($ thousands) ($ thousands) 


Land, buildings and leasehold improvements $ 3,375 $ 3,347 
Equipment (computer and office) 6,949 5,294 
10,324 8,641 

Accumulated depreciation and amortization 4,442 3,175 
$ 5,882 $ 5,466 


Depreciation and amortization included in expenses for 1992 total $1,279,000 (1991 - $1,167,000). 


Income taxes 
The Company is exempt from income taxes pursuant to section 149 of the Income Tax Act. The losses available to 


carry forward in the approximate amount of $29,000,000 at December 31, 1992 (1991 - $28,000,000) would only be 
relevant in the event the Company ceases to be exempt. Virtually all of the losses expire in 1993. 
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7. Share capital 


The following is a summary of the authorized, issued and outstanding share capital of the Company as at December 


BL, 1992: 


Authorized 


25,000,000 Class "D" Preferred shares without par value, which may be 
issued for a maximum aggregate consideration of $250,000,000 
576,250 Class "C" Preferred shares with a par value of $100 each 
21,866,667 Class "B" Preferred shares with a par value of $3 each 
2,070,290 Class "A" Non-Voting shares with a par value of $1 each 
100,000,000 Common shares without par value, which may be 
issued for a maximum aggregate consideration of $300,000,000 


Issued and Outstanding 


576,250 Class "C" Preferred shares 
2,070,290 Class "A" Non-Voting shares 


24,946,807 Common shares 


The terms of all outstanding shares are as follows: 


1992 

($ thousands) 
$ 46,146 
2,070 
1,784 
$ 50,000 


1991 

($ thousands) 
$ 46,146 
2,070 

1,784 

$ 50,000 


Class "C" Preferred shares have no general voting rights and carry a fixed non-cumulative dividend, as and when 
declared by the Board of Directors, of 7% per annum of the par value. Class "C" Preferred shares may be redeemed at 
the option of the Company at par value plus any accrued and unpaid dividends, excluding interest thereon to the 
redemption date, and rank in priority to all other classes of issued shares. During the year no dividends were paid or 
declared on these issued shares. 


Class "A" Non-Voting shares are entitled to receive in each fiscal year, when and as declared by the Board of Directors 
(after all dividends for such fiscal year and applicable interest payable on Class "C" Preferred shares have been paid), 
non-cumulative dividends at the rate of $.03 per annum. No dividends shall be declared and paid or set aside for — 
payment on the common shares in any fiscal year unless and until the dividends at the rate of $.03 per share are paid 
on the Class "A" Non-Voting shares. Thereafter, dividends of up to $.03 per share may be paid on the common shares 
and thereafter any further sums which the Company declares for payment of dividends in such fiscal year shall be 
paid in equal amounts per share on all Class "A" Non-Voting shares and common shares without preference or 
distinction. In accordance with the terms of issue of the Class "A" Non-Voting shares, as dividends have not been 

paid on them for two consecutive years, these shares became voting shares as at December 31, 1986 and will continue — 
to be voting shares until such time as dividends have been paid on them at the prescribed rate for two consecutive 


years. 


8. Commitments 


Contractual obligations in respect of operating leases for premises expiring at various dates to 1998 amount to 
$3,657,000. Rent paid in 1992 amounted to $1,573,000 (1991 - $1,578,000). The future minimum payments 


under the terms of all the operating leases for the next five years are: 


1998 
1994 
1995 
1996 
1997 
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$ 1,023,000 
785,000 
759,000 
640,000 
423,000 


9) 


10. 
_ At December 31, 1992, based on a 1990 actuarial report and management's best estimate the accrued benefits under 


ii. 


12. 


43. 


Contingent gain 

The Company has initiated legal action for the loss of principal and interest against the mortgage broker and legal 
counsel who represented the Company on the acquisition of a group of mortgages which became non-performing in 
1991. Management and the Company's legal counsel are of the opinion that recovery is likely. At December 31, 1992 
the amount of the contingent gain is approximately $7,000,000. Such gain will be recorded as income in the year of 
realization. 


Pension plans 


the defined benefit pension plans are $1,036,000 (1991 - $1,049,000) and the market value of the net assets of 


these plans is $1,076,000 (1991 - $1,120,000). 


Related party transactions 
Related party transactions are as follows: 


(a) Effective June 1, 1992, the Company entered into a management agreement with the Province of Alberta, 
496072 Alberta Ltd., NFI Finance Inc. and its subsidiaries. Under the terms of the agreement the Company 
provides, at market rates, management services to the companies, which are owned by the Province of Alberta. 
The Company is indemnified by the Province of Alberta from any loss resulting from the obligations of the 
managed companies. During 1992 gross fees earned under this agreement amounted to $3,265,000. This amount, 
after deduction of applicable expenses, is included in mortgage and loan administration income. 


(b) During the year the Company completed the following transactions with a company owned by and an agency of 
the Province of Alberta: 


e The Company purchased, at market value, mortgages for total cash consideration of $41,321,000. 
¢ The Company received, at market rates, mortgage administration fees of $110,000 (1991 - $183,000). 
(c) In the normal course of business at market rates, the Company enters into deposit taking and investing activities 


with its principal shareholder, the Province of Alberta, and its agencies. As at December 31, 1992, the Company's 
net deposit position amounted to $29,641,000 (1991 - net deposit position of $16,498,000). 


Acquisition of subsidiary 
On December 31, 1992, the Company purchased 100% of the outstanding shares of Bancorp Mortgage Limited. 


Comparative figures 
Certain comparative figures have been reclassified to conform with the presentation used in the current year. 
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Corporate Structure 


North West Trust 


Company 


100% Owned 


North West 
Enterprises Ltd. 


100% Owned 


Bancorp 
Mortgage Limited 


TWENTY-EIGHT 


Corporate Profile 


NWTC is committed to providing quality service in helping our customers achieve their 
financial goals. The dedication and expertise of the 254 men and women on the NWTC 
team has created a healthy, successful organization that is meeting continued success due 
to a total staff attitude of "the customer is king". 


NWTC is incorporated in Alberta and was continued under the Loan and Trust 
Corporations Act (Alberta) in January 1993. NWTC has its headquarters in Edmonton. 


Since the Edmonton Main Branch was established in 1958, NWTC has developed into a 
solid Alberta-based financial institution offering a full range of deposit and loan services 
through its network of twelve retail branches strategically located in Alberta, British 
Columbia, Saskatchewan and Manitoba. 


Our retail network is complemented by more than 400 bonded Agents representing the 
Company's deposit products in rural areas. As the pioneer of this mode of financial 
services distribution, NWTC is proud of the continuation and evolution of our association 
with these professionals. 


The acquisition of Bancorp Mortgage Limited and the subsequent merger of the two 
commercial operations have solidified and expanded the scope and value of the services 
that we can offer our commercial customers. Six commercial offices, under the Bancorp 
Mortgage Limited banner, are located in the major centres in Western Canada. NWTC is 
also pleased to offer financial leases through its leasing office located in Vancouver. 


Operating with a strong code of business ethics and a high degree of integrity, the 
Company has set a goal of earning and maintaining the confidence and trust of all those 
we serve by offering a full range of products and services tailored to meet both corporate 
and individual customer needs. 


NWTC's positive view to the future, combined with progressive, innovative management 


and a commitment to customer satisfaction, provides our customers with quality financial 
service. 


Products and Services 


Retail Commercial Leasing 

Demand Accounts Mortgage and Loan Origination Leases 

Term Deposits Loan Underwriting and Placement Finance Contracts 
Business Accounts Loan Syndicate Management 

Retirement Planning Loan Administration and Servicing 

Mortgage Services Portfolio Management 

Consumer Lending Mortgage Brokerage 


Safekeeping Services 


Board of Directors 


Gary G. Campbell, Q.c."”°* 


Chairman and 

Chief Executive Officer 
North West Trust Company 
Edmonton, Alberta 


Donald E. Farnell ! 
President and 

Chief Operating Officer 
North West Trust Company 
Edmonton, Alberta 


Robert G. Dittmer, CAC 
Executive Vice-President 
AGRA Industries Limited 
Calgary, Alberta 


Douglas J. Evans, Q.C. ios 
Chairman 

Liquor Licensing Appeal Council 
Pincher Creek, Alberta 


Zane Feldman, C.M. z 
President 


Efmark Group of Companies Ltd. 


Edmonton, Alberta 


A.P. (Bert) Giesbrecht cad 
Retired Banker 
Edmonton, Alberta 


Board Committees 
Denotes member of: 


t Executive Committee 
Audit Committee 
3 Investment Committee 


Howard J. Kellough, Q.C. a 
Barrister and Solicitor 

Fraser & Beatty 

Vancouver, British Columbia 


Dr. Mary Lobay, C.M., B.Ed., M.Ed. 


Educator and 
Community Worker 
Edmonton, Alberta 


Robert G. Peters ! 
Chairman and 

Chief Executive Officer 
Peters & Company Limited 
Calgary, Alberta 


Dr. D.S. Reimer * 
Chairman, President and 
Chief Executive Officer 


Reimer Express Enterprises Ltd. 


Winnipeg, Manitoba 


Donald H. Wheaton* 
President 

Don Wheaton Ltd. 
Edmonton, Alberta 


Roy G. Wilson? 
Businessman 
Calgary, Alberta 


* Human Resources and Compensation Committee 


* Committee Chairman 
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THIRTY 


Corporate Directory 


North West Trust Company 


Retail Offices 
British Columbia 


David McKillop 
Branch Manager 
Vancouver 


Jeffery C. Grisold 
Branch Manager 
Victoria 


R.E. (Bob) Collyer 


Branch Manager 
New Westminster 


Leasing 
British Columbia 
FJ. (Stuart) Brown 


General Manager 
NWT Leasing 


Alberta 


Douglas M. Gess 
Branch Manager 
Edmonton Main 


Emil R. Motoska 
Branch Manager 
Edmonton Southside 


George S. Gosse 
Branch Manager 
Calgary 


R. Dale Butler 
Branch Manager 
Lethbridge 


Orest L. Filewych 
Branch Manager 
Camrose 


Bancorp Mortgage Limited 


Commercial Offices 
British Columbia 


F.H. (Derek) Mowatt 
President and 
Chief Executive Officer 


Ronald Paton 
Executive Vice-President 
British Columbia Region 


Rick Nicholson 
Vice-President 
Victoria 


Alberta 


David R. Pogue 
Vice-President 
Prairie Region 


Garnett J. Way 
Assistant Vice-President 
Alberta Region 


Saskatchewan/Manitoba 


Ronald F. Ellis 
Branch Manager 
Saskatoon 


Bill Wachko 
Branch Manager 
Yorkton 


James E. Dalrymple 
Branch Manager 
Regina 


Larry M. Davey 
Branch Manager 
Winnipeg 


Saskatchewan/Manitoba 


Walter Schmidt 
Assistant Vice-President 
Saskatchewan/ Manitoba 
Region 


Corporate Directory 


North West Trust Company 


Executive Officers 


Gary G. Campbell, Q.C. 
Chairman and Chief 
Executive Officer 


Donald E. Farnell 
President and Chief 
Operating Officer 


A.P. (Bert) Giesbrecht 
Board Vice-President 


David B. Margolus 
Corporate Secretary 


Management Team 
Asset Management 


David E. Stephens 
Vice-President 
Asset Management 


Audit Services 


Roger J. Pogue 
Vice-President 
Audit Services 


Corporate Services 


M. Wayne Bond 
Vice-President 
Corporate Services 


Ronald D. Bezanson 
Assistant Vice-President 
Corporate Administration 


Colin A. Lauchlan 
Assistant Vice-President 
Computer Information 
Services 


Corry L. Papirnik 
Assistant Vice-President 
Support Services 


Corporate Credit 


Harry D. Klassen 
Vice-President 
Corporate Credit 


Harold A. Crook 
Assistant Vice-President 
Commercial Credit 
Prairie Region 


Brian R. Hewson 
Assistant Vice-President 
Commercial Credit 
British Columbia Region 


Financial 
Erwin Granson 
Vice-President and 


Chief Financial Officer 


Mark D. Wiltzen 
Assistant Vice-President 


Financial Accounting and 
Management Information 


Systems 


Brian M. Zubach 
Assistant Vice-President 
Product Accounting 


Strategic Planning and 
Marketing 


David M. Leeworthy 
Assistant Vice-President 
Strategic Planning and 
Marketing 


Retail Operations 
Dennis M. Crough 
Assistant Vice-President 
Retail Operations 


Treasury Services 


John S. Davediuk 
Vice-President 
Treasury Services 


THIRTY-ONE 


Head Office 

18th Floor, T-D Tower 
Edmonton Centre 
10205 - 101 Street 
Edmonton, Alberta 
T5J 4G1 

Phone (403) 429-9300 
FAX (403) 429-9331 


Leasing 

750 - 601 W. Broadway 
Vancouver, B.C. 

V5Z 4C2 

Phone (604) 873-0846 


FAX (604) 873-1172 


Head Office 
Suite #1160 


1075 West Georgia Street 


Vancouver, B.C. 
V6E 3C9 

Phone (604) 669-2711 
FAX (604) 684-4179 
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Office Directory 


North West Trust Company 


BRITISH COLUMBIA 


Vancouver 

803 Hornby Street 
V6ZA1T9 

Phone (604) 685-0451 
FAX (604) 685-4495 


Victoria 

1113 Blanshard Street 
V8W 2H7 

Phone (604) 386-3534 
FAX (604) 384-3994 


New Westminster 
Columbia Square Unit #115 
1015 Columbia Street 

V3M 6H5 

Phone (604) 522-0757 

FAX (604) 522-1512 


ALBERTA 


Calgary 

Pan Canadian Plaza 
150 - 9th Avenue, S.W. 
T2P 3H9 

Phone (403) 264-5423 
FAX (403) 264-2550 


Camrose 

4895 - 50 Street 

T4V 1P6 

Phone (403) 672-7769 
FAX (403) 672-9119 


Edmonton 

10166 - 100 Street 
T5J OPS 

Phone (403) 428-1212 
FAX (403) 426-4793 


7933 - 104 Street 

T6E 4C9 

Phone (403) 433-4286 
FAX (403) 433-7426 


Lethbridge 
College Mall 


2025 Mayor Magrath Drive 


UK ZS2 
Phone (403) 328-9199 
FAX (403) 328-9273 


Bancorp Mortgage Limited 


BRITISH COLUMBIA 


Vancouver 

Suite #1160 

1075 West Georgia Street 
V6E 3C9 

Phone (604) 669-2711 
FAX (604) 684-4179 


Victoria 

764 Fort Street 

V8W 1H2 

Phone (604) 385-2222 
FAX (604) 382-2400 


ALBERTA 


Calgary 

Pan Canadian Plaza 
150 - 9th Avenue, S.W. 
T2P 3H9 

Phone (403) 237-5925 
FAX (403) 264-2550 


Edmonton 

10162 - 100 Street 
T5] OP5 

Phone (403) 429-9366 
FAX (403) 429-9308 


SASKATCHEWAN/ 
MANITOBA 


Regina 

6135 Rochdale Boulevard 
S4X 2R1 

Phone (306) 565-0660 
FAX (306) 565-2499 


Saskatoon 

222 - 2nd Avenue South 
S7K 1K9 

Phone (306) 934-6161 
FAX (306) 664-3306 


Yorkton 

Parkland Mall 

45 - 277 Broadway Street East 
S3N 3G7 

Phone (306) 782-1002 

FAX (306) 786-7550 


Winnipeg 

234 Portage Avenue 
R3C OBI 

Phone (204) 947-0631 
FAX (204) 957-5988 


SASKATCHEWAN/ 
MANITOBA 


Saskatoon 

222 - 2nd Avenue South 
S7K 1K9 

Phone (306) 934-6161 
FAX (306) 664-3306 


Winnipeg 

2nd Floor 

234 Portage Avenue 
R3C OBI 

Phone (204) 947-5712 
FAX (204) 942-3150 


Registrar and Transfer Agent 
North West Trust Company 


Stock Exchange Share Listings 
(Class "A" and Common Shares) 
Alberta Stock Exchange 


Memberships 
Trust Companies Association of Canada 
Trust Companies Institute 
Canadian Payments Association 
Canada Deposit Insurance Corporation 


Authorized Lenders 
Canada Mortgage and Housing Corporation 
Mortgage Insurance Company of Canada 


Bankers 
Treasury Branches of Alberta 
Royal Bank of Canada 


Auditors 
Deloitte & Touche 


Annual 
Shareholders 
General 
Meeting 


Rowand Room 
Hilton Hotel 
10235 - 101 St. 
Edmonton 
Alberta 


Wednesday 
May 12, 1993 
11:00 a.m. 


